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Buying on the Installment
Plan
Installment credit may be called "buying on
time," "financing through the store," "easy payment
plan" or other names. No matter what it is called, it
means the borrower receives merchandise in ex-
change for a promise to repay later. Items common-
ly bought on installment plans are cars, major ap-
pliances, televisions or furniture.
The use of installment credit requires that you
sign a contract. Under the terms of the contract,
you usually make a down payment and agree to
pay the balance with a specified number of equal
payments. These equal payments are called install-
ments. Finance charges are included in these pay-
ments.
Advantages of Installment Buying
There are many advantages of using installment
credit. It is usually easy to get.
If you make payments when they are due, install-
ment credit can help you build a good credit history.
Disadvantages of Installment Buying
There are also some disadvantages to install-
ment buying.
• The Annual Percentage Rate (APR) may be high-
er than with other kinds of credit.
• Some stores or businesses may allow you a long
time to pay (such as four to five years or more).
This way the dollar cost of credit, the finance
charge, may be more than the original price of
the item.
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• With installment credit, you do not own what
you are buying until the last payment has been
made. This means the store still owns the item
while you are using and paying for it.
• Because the store owns the item, the store can
repossess the merchandise if you do not make all
the payments.
• Even after the item has been repossessed, you
may still be responsible for the rest of the pay-
ments.
• If a payment is missed or late, the store can
usually demand you to pay the entire amount you
owe immediately.
• The contract may have legal terms that you do
not understand. You may give up some of your
rights by signing a contract that you do not
understand.
The Installment Contract-
What To Look for
Any contract providing for installment pay-
ments and having a finance charge is a retail
installment contract. The words retail in-
stallment contract mean you are buying on
the installment plan and that you agree to pay
the installments as the contract says.
Look for these items when you read the con-
tract:
Amount Financed
This is the cash price minus your down payment
and/or trade-in allowance. This may be called the
unpaid balance.
Finance Charge
This is the cost of credit in dollars.
Deferred Payment Price
This is the total amount to be paid. It is the cash
price, plus the finance charge, plus any other charges
not included in the finance charge.
Annual Percentage Rate (APR)
This is the yearly cost of credit expressed as a
percentage.
These items will look something like this on the
contract:
• Amount financed $, _
• FINANCE CHARGE $, _
• Deferred Payment Price $, _
• ANNUAL PERCENT RATE %
By Texas law, any retail installment contract
should list these items on it. If you do not see
these terms or do not fully understand the
contract, do not sign it!
The contract should also include these items:
Repayment Schedule
This is the amount of each payment as well as
how many are to be made and when they are due.
Late Payment Penalty
This is the penalty for late payments.
Insurance Agreements
Credit-life, accident or disability insurance pro-
vides for payment of the contract if you die, have an
accident or are disabled. You are not required to
purchase this insurance from the retailer. You have
the option of pledging an existing policy or buying
coverage elsewhere.
Security
This is something you own that guarantees your
promise to pay. In contracts, the term often used is
security interest. Usually, the item you are buying
is the security for the contract.
Before You Sign .•.
Always follow these guidelines before
signing any contract.
• Deal only with an honest, fair business.
• Do not believe what someone promises, unless it
is written in the contract. Ask for these promises
to be put on the contract. If the salesperson
cannot or will not put them in the contract, do
not sign it!
• Do not sign a contract until all blank spaces are
filled in. Get a copy of what you sign. By law, you
are entitled to it. Be sure your copy is just like
the seller's.
• Be suspicious if the salesperson says you must sign
now.
• Keep your copy in a safe place. You may need it
for legal reasons later.
• If you cannot make your payment for any reason,
talk it over with the seller. You may be able to
agree on a new payment plan.
A Contract Is Legal
A credit contract can be enforced in courts
of law. You are responsible for whatever you
sign - do not let a fast-talking salesperson tell
you otherwise. Your signature is your most
valuable possession - use it wisely!
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